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With China’s securities markets as the institutional background, the main 
topic of the dissertation provides a study of the private benefits of control of 
China’s listed companies, on the basis of a large number of cases and in the 
principles of combining theory and practice. The author holds that the 
characteristics of the property rights of the equity of corporate shareholders are 
similar to the public domain of property rights, and that the private benefits of 
control are a predatory behavior in the public domain  while the extent of 
predation is associated with the equity proportion of controlling shareholders, 
market operating mechanism, intensity of regulatory governance, laws and 
regulations. Thus, this paper defines the framework of research on the issue of 
the private benefits of control as the game relationship between the controlling 
shareholders of listed companies and minority shareholders and regulatory 
mechanism.  
This paper consists of six sections: 
Introduction: This section mainly explains the background of the topic 
selection of this paper and the arrangement of the contents of each chapter. 
Chapter I: The Meaning of the private benefits of Control and Its 
Behavioral Manifestation. First of all, this chapter provides a comprehensive 
and systematic review of the research literature on the private benefits of 
control , and on the basis of defining the private benefits of control , expounds 
the behavioral manifestation of the private benefits of control and their typical 
cases in East Asia and China (mainland). The analysis in this chapter indicates 
that: 1. The conflict of interest between controlling shareholders and external 
minority shareholders has become the major agency issue of enterprises, while 
how controlling shareholders expropriate or encroach upon the rights and 
interests of minority shareholders has become the subject of the research on the 
earnings of control rights. 2. The private benefits of control in East Asia have the 














low and selling high, using associated banks for credit, and redemption of equity 
(privatization); its important revelation is that in times of economic turbulence, 
the accelerated predation of controlling shareholders will shake up the public 
confidence in the future of the enterprises, whereas the loss of public confidence 
will exacerbate the precipitation of asset prices; this is the primary reason for the 
Asian Financial Crisis. 3. The private benefits of control in mainland China have 
the following manifestations: controlling shareholders’ use of earnings 
management, connected transactions, equity detachment and combination, 
manipulation of the secondary market, manipulation of the shareholders’ 
meeting, and cash dividend , all of which have undermined the interests of 
shareholders and banks.  
Chapter II: Economic Analysis of the private benefits of Control. First of 
all, this chapter discusses the deviation of cash flow rights and control rights in 
the pyramid and cross-holding equity structure; secondly, this paper, on the basis 
of a brief overview of theories of the firms, discusses the characteristics of the 
property rights of shareholders’ equity and the source of the private benefits of 
control , and touches upon external factors that affect the private benefits of 
control  - market failure and government failure; thirdly, it conducts an analysis 
of the game between controlling shareholders and minority shareholders, the 
mathematic model of the private benefits of control , and the influence of the 
private benefits of control on the sequence of corporate financing and the 
structural arrangement of equity in the IPO process. This chapter presents the 
following major viewpoints: 1. Outwardly, the private benefits of control 
originate from the deviation of cash flow rights and control rights; 2. Because 
the ownership rights partly incorporates with control rights, there are three types 
of interest confliction between controlling shareholders and other shareholders.3. 
The characteristics of the property rights of the equity of corporate shareholders 
are similar to the public domain of property rights, and the private benefits of 
control rights is a predatory behavior in the public domain, whereas the market 
failure and government failure in the transitional process exacerbate this 














proportional to the effectiveness of regulatory governance and the likelihood of 
lawsuit rulings in favor of minority shareholders, i.e., the more effective the 
regulatory governance is, the smaller the encroachment of controlling 
shareholders would be, and the more likely the lawsuit is ruled in favor of 
minority shareholders, the smaller the encroachment of controlling shareholders 
would be. 5. In an analysis of the mathematic model, this chapter dwells on 
agency costs under the conditions of project investment, corporate scale, transfer 
of control rights, and constraints of debts, arguing that agency costs has a 
non-linear correlation to cash flow rights and tend to grow sharply as cash flow 
rights diminish. 6. This chapter introduces the hypothesis of private benefits of 
control  to improve the Mayer and Majluf model, which not only accounts for 
the problem of the under-investment and over-investment of general interest in 
the market, but also explains the financing sequence of China’s listed companies 
– “equity financing, short-term debt financing, long-term debt financing, and 
internal financing.” 7. The option of equity redemption can bring greater private 
benefits of control to control shareholders. 8. In the IPO process, when the 
private benefits of control have grown sufficiently large, the equity structure of 
the controlling shareholder is an inevitable choice. 
Chapter III: Empirical Analysis of the private benefits of Control . First of 
all, this chapter uses data in the annual reports from Shanghai and Shenzhen 
stock markets to test the extent of separation between the ownership rights and 
control rights of China’s listed companies and verify the major agency issue in 
enterprises. Then, the chapter further utilizes the data relating to equity transfer 
from Shanghai and Shenzhen stock markets in 2001-2002 to indirectly identify 
the extent of controlling shareholders’ encroachment upon minority shareholders. 
The empirical analysis of this chapter demonstrates that: 1. Operators are 
basically appointed by controlling shareholders; for controlling shareholders, 
ownership rights and control rights are combined into one; therefore, the 
proposition of the “separation of ownership rights and control rights” does not 
completely hold true. 2. The extent of controlling shareholders’ encroachment 














level of premium of the equity transfer of controlling shareholders is 
significantly higher than that of non-controlling shareholders, and there is no 
evidence to suggest that the private benefits of control and the percentage of 
majority shareholders’ equity showing a negative correlation. 
Chapter IV: Controlling Controlling Shareholders. This chapter discusses 
the issue of the governance of the private benefits of control in the context of 
corporate governance. First of all, it analyzes the role of budgeting management 
as a contract notion in corporate governance; secondly, it discusses the 
credibility obligations of controlling shareholders and the legal protection of 
minority shareholders; thirdly, it discusses the necessity of flexible supervision 
and administration. This chapter presents the following viewpoints: 1. 
Budgeting management has the nature of a contract; the target of corporate 
budget should be based on shareholders’ expectations as the bottom line, and the 
application of profit notion budget can help to combine the enterprise’s 
operating activities with strategies, whereas the elimination of the phenomenon 
of budgetary slack is the abolishment of the managerial method of taking budget 
as a reward or penalty; at the same time, considering the changes of the 
economic environment where the enterprise operates and its characteristics of 
organizational structure, special care should be devoted to the adaptability of 
budgeting management (for example, beyond budgeting ). 2. The credibility 
obligations of controlling shareholders originate from the development of the 
power theory and the influence of the theory of law of forbidding power abuse, 
and is a reflection of the principle of the consistency between power and 
responsibility, as well as the requirement of the basic principle of share equality; 
“credibility” is the cornerstone of Confucian thoughts on ethics, and the 
introduction of “case law”, “presentation of evidence by the defender” and 
“class action” will definitely give rise to a strong system for the protection of 
shareholders’ rights and interests. 3. Efforts should be made to advocate “the 
notice obligations of good managers”, i.e., corporate managerial personnel 














society in the execution of decisions.  
Chapter V: Conclusions. This chapter provides a sum-up of the major 
contents of this paper. 
The innovations of this dissertation lie in: 
1. It provides a comprehensive and systematic sum-up of the 
manifestation of the behavior relating to the private benefits of control .  
2. It, on the basis of theory of firm, proposes that the characteristics of the 
property rights of the equity of corporate shareholders are similar to the public 
domain of property rights, and that the private benefits of control are a predatory 
behavior in the public domain. It conducts an analysis of the game between 
controlling shareholders and minority shareholders, the mathematic model of the 
private benefits of control. It provides an in-depth analysis and exploration of 
the enterprise’s agency costs, financing sequence and equity structure from the 
perspective of the private benefits of control rights.  
3. It conducts an empirical analysis and test of the issued brought up. 
4. It presents some unique viewpoints regarding the improvement of the 
corporate governance mechanism in terms of law, budgeting management 
(internal control) and flexible supervision and administration. 
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① 青岛啤酒股份颇有代表性：本身没有正 NPV 的项目，但却仍上市圈钱大量投资于负 NPV 的项目。
详细讨论参见：朗咸平著，易宪容等译，《公司治理》5－7 页，社会科学文献出版社 2004 年出版。 
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